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(a) Is not, as a matter of regular busi-
ness, a health insuring organization or 
a community health care center; 

(b) Provides medical care to its resi-
dents through contracts or other ar-
rangements with medical providers; 
and 

(c) Receives capitation payments 
from the Medicaid agency, under a 
nonrisk contract, for its residents who 
are eligible for Medicaid. 

Professional management service or con-
sultant firm means a firm that performs 
management services such as auditing 
or staff training, or carries out studies 
or provides consultation aimed at im-
proving State Medicaid operations, for 
example, with respect to reimburse-
ment formulas or accounting systems. 

[48 FR 54020, Nov. 30, 1983; 48 FR 55128, Dec. 
9, 1983, as amended at 52 FR 22322, June 11, 
1987; 55 FR 51295, Dec. 13, 1990; 67 FR 41095, 
June 14, 2002] 

§ 434.4 State plan requirement. 

If the State plan provides for con-
tracts of the types covered by this 
part, the plan must also provide for 
meeting the applicable requirements of 
this part. 

§ 434.6 General requirements for all 
contracts and subcontracts.P≤(a) 
Contracts. All contracts under this 
part must include all of the fol-
lowing: 

(1) Include provisions that define a 
sound and complete procurement con-
tract, as required by 45 CFR part 74. 

(2) Identify the population covered by 
the contract. 

(3) Specify any procedures for enroll-
ment or reenrollment of the covered 
population. 

(4) Specify the amount, duration, and 
scope of medical services to be pro-
vided or paid for. 

(5) Provide that the agency and HHS 
may evaluate through inspection or 
other means, the quality, appropriate-
ness and timeliness of services per-
formed under the contract. 

(6) Specify procedures and criteria 
for terminating the contract, including 
a requirement that the contractor 
promptly supply all information nec-
essary for the reimbursement of any 
outstanding Medicaid claims. 

(7) Provide that the contractor main-
tains an appropriate record system for 
services to enrolled recipients. 

(8) Provide that the contractor safe-
guards information about recipients as 
required by part 431, subpart F of this 
chapter. 

(9) Specify any activities to be per-
formed by the contractor that are re-
lated to third party liability require-
ments in part 433, subpart D of this 
chapter. 

(10) Specify which functions may be 
subcontracted. 

(11) Provide that any subcontracts 
meet the requirements of paragraph (b) 
of this section. 

(12) Specify the following: 
(i) No payment will be made by the 

contractor to a provider for provider- 
preventable conditions, as identified in 
the State plan. 

(ii) The contractor will require that 
all providers agree to comply with the 
reporting requirements in § 447.26(d) of 
this subchapter as a condition of pay-
ment from the contractor. 

(iii) The contractor will comply with 
such reporting requirements to the ex-
tent the contractor directly furnishes 
services. 

(b) Subcontracts. All subcontracts 
must be in writing and fulfill the re-
quirements of this part that are appro-
priate to the service or activity dele-
gated under the subcontract. 

(c) Continued responsibility of con-
tractor. No subcontract terminates the 
legal responsibility of the contractor 
to the agency to assure that all activi-
ties under the contract are carried out. 

[48 FR 54020, Nov. 30, 1983, as amended at 67 
FR 41095, June 14, 2002; 76 FR 32837, June 6, 
2011] 

Subpart B—Contracts with Fiscal 
Agents and Private Nonmed-
ical Institutions 

§ 434.10 Contracts with fiscal agents. 
Contracts with fiscal agents must— 
(a) Meet the requirements of § 434.6; 
(b) Include termination procedures 

that require the contractors to supply 
promptly all material necessary for 
continued operation of payment and re-
lated systems. This material includes— 

(1) Computer programs; 
(2) Data files; 
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